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I want to discuss with the American
people
a subject of vital concern to the economic
health and well-being of this Nation and the
Free World. It is our international balance of
payments position. The strength of our dollar
depends on the strength of that position. The
soundness of the Free World monetarg
system, which rests largely on the dollar, also
depends on the strength of that position.39

With these words on January 1, 1968
President Johnson introduced a five part
plan designed to slow the continuing erosion of the dollar from international payments deficits. Its immediate goal is to
reduce this country's 1968 deficit by $3
billion ($3,000,000,000). This plan
complements the President's request for
increased taxes and other anti-inflationary measures.
The President's announcement was unexpected. But its underlying causes have
been with us for some time. The U.S. has
had a balance of payments deficit for 17
\)i the past 18 years. The voluntary
restraint program instituted in 1965
helped ease the pressure but recent
events make the voluntary program insufficient. Current estimates place our
1967 payments deficit at about $3.5 to
$4 billion. While the deficit in each of
the first three quarters of 1967 ran
about $2 billion on an annual basis, the
fourth quarter deficit hiked the year's
total to about $9 billion again on an annual basis.
Half the President's $3 billion goal is
expected to come from the mandatory
restrictions imposed by the Foreign Direct Investment Program and the extension and tightening of the voluntary program on foreign lending by financial
institutions (this too may become mandatory if conditions w a r r a n t ) . The recently proposed taxes on travel outside
the Western Hemisphere by Americans,
reductions in Government expenditures
overseas, and efforts to increase our already favorable trade balance comprise
the remaining half of that goal.

The Program In General
The Foreign Direct Investment Program
which became effective on January 1,
1968 requires Americans both to act and
not to act. In essence, the Program is in
three parts—it limits new investments in
foreign countries; it requires the repatriation of earnings from investments already made; and finally, it requires the
reduction of liquid asset balances abroad.
In each case, limits are established by
each " p e r s o n ' s " history of past investment, of repatriation of earnings, and of
liquid asset balances.
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Definitions
The Program includes a number of
terms, the definition of which is basic
to an understanding of the Program.
Among these a r e :
Person—any individual, partnership, association, trust, estate, corporation,
etc., including all members of an associated or affiliated g r o u p ;
Associated or affiliated group—corporations within the U.S. with a parentsubsidiary relationship or related by
common ownership [brother-sister
companies], joint ventures and certain
closely-held corporations;
Direct investor—any person within the
U.S. owning 10% or more of the voting power, earnings, or capital of a
foreign national;
Direct investment—any capital transferred together with a share of the
reinvested earnings of an affiliated
foreign national;
Foreign national—a citizen or resident
of a foreign country; a partnership,
association, corporation, etc. organized outside the U.S.; and a branch
engaged in trade or business in a foreign country regardless of the place of
its organization;
Affiliated foreign national—a foreign national [including second or lower tier
interests] in which a person is or becomes, a direct investor;
Transfer of capital—a transfer by a direct investor to an affiliated foreign
national in the form of a contribution
of capital, an increase in open account
loans or advances, and the acquisition,
payment or guarantee of a debt.
Reinvested earnings—the earnings of an
affiliated foreign national available
for distribution but not distributed;
International finance subsidiary — a
wholly-owned domestic company the
principal business of which is to borrow abroad or to hold debt or equity
securities of affiliated foreign nationals ;
Foreign-incorporated finance subsidiary
—identical to an international finance
subsidiary except that it is incorporated outside the U.S.; and
Schedule A, B, and C countries—Schedule A countries are those designated

as less developed countries for purposes of the Interest Equalization Tax
and in general include those in Africa,
Asia and Latin America. Schedule B
takes in those developed countries
which require a high level of capital
inflow for continued economic growth
and financial stability. These include
Canada, Australia, Japan, the United
Kingdom, and most countries in the
Middle East. Schedule C countries include The Republic of South Africa
and all those in continental Western
Europe except Finland and Greece.
[See "List of Scheduled Countries" at
end of article.]

Restrictions
on New Investments
Percentage limits are applied to each direct investor's history of average direct
investments during the base period years
1965 and 1966. Except for a de minimus
rule provided in the Program's regulations, post 1967 investments in Schedule
A and B country affiliated foreign nationals must be kept within these limits.
The amount of direct investment in the
base period includes reinvested earnings, i.e., earnings available for distribution but not distributed, transfers of
capital from countries in one Schedule
to another, and changes in intercompany
current accounts as well as new capital
invested by the direct investor. Direct
investment does not include transfers of
intangibles such as patents, trademarks,
etc. as announced in General Authorization No. 3 issued on February 28, 1968.
Nor does it include interests acquired
from other unrelated U.S. persons. After
1967, a direct investor may make annual
transfers of capital: to Schedule A countries up to 110% of its average base
period investment in all Schedule A countries; to Schedule B countries up to 6 5 %
of its average base period investment in
all Schedule B countries. The new investment authorized in a Schedule is not limited to those countries in which the direct
investor had already acquired interests.
Example: Alpha Inc. invested $1,000,000
in Argentina and $400,000 in Brazil
during 1965. During 1966 it invested

an additional $500,000 in Argentina
and $600,000 in Brazil. Alpha's average base period investment in Schedule A countries is $1,250,000 [half of
$2,500,000 total invested during 1965
and 1 9 6 6 ] . It may make transfers of
capital in 1968 of $1,375,000 [ 1 1 0 %
of $1,250,000] to any Schedule A
country or countries and is not restricted to Argentina and Brazil.
The limitations on new investments in
Schedule C countries is simple. No new
investments may be made unless they are
within the general authorization ( u p to
$100,000 annually in all foreign countries combined) that is allowed, consist of
acquisitions from unrelated U.S. persons,
or are made with funds from certain borrowing outside the U.S.
Transactions between affiliated foreign
nationals in one Schedule and another
may be considered transfers of capital by
a direct investor. But this applies only if
the direct investor owns or acquires, directly or indirectly, more than 50% of
the voting power, earnings, or capital of
the affiliated foreign nationals. While the
net effects of includible inter-Schedular
transactions for a particular direct investor will be zero [a positive transfer of
capital to one Schedule will be offset by
a negative transfer of capital from ano t h e r ] , these transactions may limit the
amount of authorized new investment by
the direct investor itself.
Example: Beta, Inc. owns all the stock
of companies in Finland and Denmark. In 1968, the Danish company
sold $145,000 of goods to the Finnish
company on 18 months credit terms.
The $145,000 is a transfer of capital
from Schedule C countries [Denm a r k ] to Beta and is a transfer of
capital from Beta to Schedule A countries [ F i n l a n d ] . This transaction reduces the amount of new investment
Beta may itself make in Schedule A
countries.

Foreign Borrowing
and Guarantees
It was once believed that all transfers of
capital from funds obtained from net
long-term foreign borrowing were outside the scope of the Program. However,
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the issuance of the Base Period Report
[Form FDI-101] and its Instructions
cast considerable doubt on the validity
of that broad premise. It remains clear
that long-term funds borrowed abroad
from unrelated parties by a direct investor or an international finance subsidiary are free of restriction or limitation.
This same freedom, however, apparently
does not exist for the proceeds of net longterm foreign borrowing by a foreign-incorporated finance subsidiary. Suppose
funds were borrowed abroad by such a
wholly-owned foreign national. And suppose that these funds were used to acquire
a controlling interest in a company in a
country of a Schedule different from that
of the borrower. This would constitute a
transfer of capital by its parent domestic
company. The parent, however, would
not be entitled to a foreign borrowing offset because it or its international finance
subsidiary was not the borrower.
Payments by a direct investor of interest
currently due, prepayments of interest,
and payments of commissions and fees
in connection with borrowings by a direct investor are now permitted under
the previously mentioned General Authorization No. 3.
Foreign borrowing is encouraged as a
means of making new direct investments
abroad. And it is recognized that borrowing abroad often is not possible without a
parent company guarantee. Thus, the previously confused situation regarding such
guarantees was clarified in late January
1968. Prior to the release of General
Authorization No. 1, no prohibition
against guarantees existed. But the U.S.
party making the guarantee was unable to
honor it unless the required payment was
within the generally authorized limits on
new investment. Since most of the foreign
funds were borrowed in Western Europe
where no new direct investment is allowed, a specific authorization for the
payment was required.
Now, however, a direct investor is free
to honor previous guarantees and to
grant new ones. It must first notify the
Office of Foreign Direct Investments
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( F D I ) , the Department of Commerce
organization responsible for administering the Program, that a guarantee is
being given. The direct investor must
specify the amount thereof, and certify
that it has no reason to believe that the
affiliated foreign national will be unable
to satisfy the underlying obligation as it
matures.
Any payments made as a result of a
guarantee reduce the amount of new
direct investments that may be made in
1968 and future years. They also may
increase the amount of earnings required to be repatriated. The direct investor may, however, maintain its levels
of authorized new direct investment.
What must be done is to recoup the
amount of the guarantee payment by
transfers of earnings from affiliated foreign nationals in excess of those required
to be repatriated and from sales of interests in foreign nationals.

Required Repatriation
of Earnings
The second phase of the Program requires every direct investor to repatriate
some portion of its share of the earnings
of incorporated affiliated foreign nationals, again related to base period practices. The base period for this purpose
is the three years 1964 through 1966.
Here too the computations are made including the direct investor's experience
in all countries within a particular Schedule. Following is the percentage relationship derived from these base period
computations:
Repatriated earnings from incorporated affiliated foreign nationals -*Total amount of after tax earnings
Losses must be included in determining
this ratio.
There has been considerable speculation
regarding the acceptability of receipts
[loans, royalties, management fees, etc.]
as repatriated earnings, either during
the base period, or later in satisfaction

of the repatriation requirements. Nothing in the Report or its Instructions indicates that anything other than dividends
will qualify.
The instructions also direct that all dividends received during the base period
be included in the numerator of the
fraction regardless of the year's earnings
from which they were paid. We understand that this problem is currently being reviewed by the Office of FDI. Its
importance can be seen from a comparison of the three results following:
A direct investor has a single whollyowned foreign subsidiary with after
tax earnings of $100 in each of the
years 1964, 1965 and 1966
—Dividends of $50 were received
in each of the 3 years. The repatriation percentage is 50% [$150^$300].
—Only a dividend of $150 was received in 1964 [from a tax, viewpoint $100 was paid out of 1964
earnings with the remaining $50
paid out of prior years earnings].
Is the repatriation percentage again
50% or is it 3 3 % % [ $ 1 0 0 - $ 3 0 0 ] ?
—No dividends were received during the base period years but a dividend of $150 was received in 1967,
a year in which the subsidiary had
no earnings. Is the repatriation percentage 0% or the 50% that would
result if dividends are related to
the years' earnings from which they
are paid?
The computations must be made using
earnings determined in accordance with
accounting principles generally accepted
in the U.S. and consistently applied. The
Secretary of Commerce, however, has
the right to substitute other accounting
principles which, in his discretion, are
deemed to be more appropriate to carry
out the purposes of the Program.
Each direct investor is required each year
to repatriate its prorata share of earnings in an amount equal t o : a) the base
period percentage of earnings repatriated, or b) the earnings of affiliated foreign nationals in excess of the amount of
authorized new direct investment, whichever is greater.

For this purpose, the percentage applicable to Schedule C countries is 3 5 %
even though new direct investment other
than through the reinvestment of earnings or foreign borrowing is not permitted. The previously mentioned 110%
and 6 5 % are applicable to Schedule A
and B countries respectively.
Example: Gamma Inc. during the base
period 1964-1966 had repatriated
30% of the after tax earnings of its
incorporated affiliated foreign nationals in Schedule A countries. Its average new investment in those countries during the base period 1965-1966
was $1,500,000. The incorporated affiliated foreign nationals in Schedule
A countries had earnings of $2,000,000 in 1968. Assume that Gamma
made no direct investments in Schedule A countries during 1968. It would
thus be required to repatriate the base
period percentage of earnings ( 3 0 %
of $2,000,000 = $600,000), since this
is greater than its earnings in excess
of the authorized new direct investment [ $ 2 , 0 0 0 , 0 0 0 - $ 1 , 6 5 0 , 0 0 0 (110%
of $1,500,000) = $ 3 5 0 , 0 0 0 ] .
If the amount of earnings had been
$5,000,000, Gamma would be required
to repatriate $3,350,000 since these
earnings would exceed the amount of
new direct investment allowed for Schedule A countries by that amount ($5,000,0 0 0 4 1 , 6 5 0 , 0 0 0 (110% of $1,500,000)
= $3,350,000), and this amount would
be greater than the base period history
computation (30% of $ 5 , 0 0 0 , 0 0 0 =
$1,500,000).
The Regulations, if read literally, may
require in one section repatriation of a
certain portion of the earnings of incorporated affiliated foreign nationals; in
another section it might allow the direct
investor to reinvest a portion of those
same repatriated earnings. This situation
existed prior to the issuance on February
28, 1968 of General Authorization No. 2.
This allows an incorporated affiliated
foreign national to refrain from repatriating that portion of its after tax earnings which its direct investor shareholder
is authorized to reinvest. The most obvious benefit is the avoidance of any foreign taxes that might be withheld, and of
net U.S. income tax on the otherwise required dividend payments.
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The first part of the above example illustrates a situation where the General Authorization relief would be applicable.
Since Gamma would be authorized to
invest new capital of $1,650,000 ( 1 1 0 %
of $1,500,000), only $350,000 of the
$2,000,000 earnings need be repatriated.
Any new direct investment could increase
the amount of earnings required to be
repatriated. We have already noted that
a capital transfer from an affiliated foreign national listed on one Schedule to
an affiliated foreign national on another
Schedule may be considered a direct
investment subject to the authorizing limitations. Such transfers may be made
only from Schedule C countries to Schedule A or B countries, or from Schedule
B countries to Schedule A countries.
Transfers from funds borrowed abroad
are, under certain circumstances, authorized outside of the limitations.
Example: Delta Inc's. share of the 1968
earnings of a subsidiary in the United
Kingdom (its only direct investment
in Schedule B countries) is $3,000,000. Delta's base period percentage of
earnings repatriated from Schedule
B countries is 4 0 % . Its average base
period investment for Schedule B
countries is $5,000,000. During 1968,
Delta invested an additional $2,000,000 of cash from the U.S. in the U.K.
subsidiary and had its wholly-owned
subsidiary in Belgium (a Schedule C
country) transfer $750,000 to the U.K.
subsidiary. Delta is required to repatriate $2,500,000 of the $3,000,000 earnings of its U.K. subsidiary. It is
required to repatriate the greater of
the base period percentage of earnings
repatriated ( 4 0 % of $3,000,000 = $1,200,000) or the earnings in excess of
the amount of new direct investment
authorized ( 6 5 % of $5,000,000=$3,250,000) less the amount of new direct
investment already made ($2,000,000
+ $ 7 5 0 , 0 0 0 = $ 2 , 7 5 0 , 0 0 0 ) . The $2,500,000 of earnings to be repatriated
is the total earnings of $3,000,000 less
the authorized net new investment of
$500,000 ($3,250,000 - $2,750,000).
The earnings required to be repatriated
must be deposited in U.S. dollars in a
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domestic bank (a foreign branch of a
U.S. domestic bank is not acceptable) in
an account owned by the direct investor.
The required amount of repatriated
earnings must enter the U.S. at least
once a year. We understand that the
Office of FDI is currently considering
an interpretation of this provision that
would allow the earnings of one year to
be repatriated in the next. This would
mean in effect that no earnings would
be required to be repatriated until 1969.
However, direct investors should not rely
on this interpretation until such time as
it is released officially, if ever.

The Special Branch Rules
The treatment of branches in the Regulations and the Instructions requires special analysis. Branches operating through
fixed offices outside the U.S. are affiliated
foreign nationals whether branches of a
U.S. person directly or of an incorporated affiliated foreign national. They
are, however, subject to special rules for
both direct investment and earnings repatriation purposes.
The earnings and remitted earnings of
unincorporated branches are not considered in determining the base period earnings repatriation history. We might thus
assume they are not required to be repatriated or are allowed to be reinvested
in accordance with the base period repatriation ratios. This reasoning is incorrect. Instead, such earnings are treated
as direct investments if not remitted or
as disinvestments if remitted.
Example: Epsilon Inc. has a branch in
Iran which had, after Iranian tax,
earnings of $150,000 in each of the
years 1964 through 1968. $50,000 of
each year's earnings were remitted to
Epsilon. Epsilon would not include
either the $150,000 or the $50,000 in
any of its base period earnings repatriation computations. It would, however, include $100,000 as a transfer of
capital to Schedule B countries (Iran)
in each of the years 1965 and 1966
for purposes of computing its base
period investment history.

The situation is somewhat more complex
if the unincorporated affiliated foreign
national is a branch of an incorporated
affiliated foreign national and the two
are in countries in different Schedules.
In such cases any earnings and dividends
of the subsidiary must be adjusted to
reflect the earnings and remitted earnings status of the branch.
Example: Zeta Inc. has a wholly-owned
French subsidiary X which has a Peruvian branch Y. The branch has earnings of $100,000 while the subsidiary
has earnings of $1,000,000 including
the earnings of the branch. Y retains
all of its earnings but X pays a dividend of $350,000 to its parent. Zeta
would include only $900,000 as earnings and $350,000 as dividends from
a Schedule C country (France) in its
Base Period Report. It would also include, however, the unremitted earnings of Y as a transfer of capital to a
Schedule A country ( P e r u ) in that
Report. (It is assumed that all of the
amounts relate to the years 1965 or
1966.)

The Schedule of Countries
Prior to the issuance of the Report and
its Instructions, considerable doubt existed as to the proper matching of particular affiliated foreign nationals, transfers
of capital, earnings, dividends, etc. to
their applicable Schedule. Since it may
be concluded that the Report is an expansion of the Regulations, many of the
problems are now resolved.
An affiliated foreign national is identified
with the Schedule in which the country
of its incorporation is included. What if
the affiliated foreign national (including
branches of incorporated affiliated foreign nationals) is not incorporated? Assuming it has gross assets of at least
$50,000, it is then identified with the
country, and therefore the Schedule, in
which it has a fixed place of business for
more than 6 months annually.
A transfer of capital is identified with the
affiliated foreign national to or from
which it was made. If, however, the
direct investment is in the form of an
acquisition from other than an affiliated

foreign national, the investment is identified with the Schedule with which such
acquired entity is identified.
Example: Eta Inc. purchases all the stock
of a Mexican company from an unrelated Canadian company. The price
paid by Eta is considered to be a direct
investment in Mexico, a Schedule A
country, rather than in Canada, a
Schedule B country, regardless of the
actual money flow.
Earnings of an affiliated foreign national
are identified with the same Schedule as
the affiliated foreign national. If a direct
investor has a chain of affiliated foreign
nationals, the earnings are attributed to
the entity which actually earned the profits. Intervening entities are not considered. To the extent that earnings are duplicated by the payment of dividends u p
through the tiers, they must be excluded.
Dividends are considered to flow upwards
from the affiliated foreign national most
remote from the direct investor where
chains or tiers of interests are involved.
Example: Theta Inc. owns all the stock
of a Swiss company which owns all the
stock of a Greek and an Irish company. After tax earnings are $100,000,
$80,000, and $70,000 respectively.
The Greek company paid a $20,000
dividend, and the Irish company paid
a $30,000 dividend to their Swiss parent, whose $100,000 earnings included
the dividends received. The Swiss
company in turn paid a dividend of
$60,000 to Theta.
$80,000 of earnings are identified
with Schedule A countries (Greece),
$70,000 with Schedule B countries
( I r e l a n d ) , and $50,000 ($100,000$20,000-$30,000) with Schedule C
countries (Switzerland). A dividend
of $20,000 is identified with Schedule
A countries, of $30,000 with Schedule
B countries, and of $10,000 ($60,000$20,000-$30,000) with Schedule C
countries.

Foreign
Liquid Asset B a l a n c e s
Consider now the third and final phase
of the Program. This requires direct investors to reduce by June 30, 1968 and
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maintain thereafter the amount of any
liquid assets held by them (or held for
their account) to the average monthly
amount of such assets held during the
base period years 1965 and 1966. (Assets
held by unincorporated affiliated foreign
nationals are not automatically considered to be held by or for the direct
investor.)

If this negative transfer of capital is
included in Iota's base period history it
will reduce substantially the amount of
authorized new investments in Schedule A countries. Iota, therefore, should
elect to use its actual accounting year
since the liquidation may then be excluded from the base period computations.

The term, "liquid assets," includes bank
deposits and other short-term financial
assets such as negotiable instruments,
marketable securities, readily transferable commercial and financial instruments, and foreign governments' obligations. It does not include accounts
receivable arising from the export of
goods or services from the U.S. to nonaffiliated foreign nationals if the sales
were made under credit terms customary
in the particular trade or business.

Of course, consideration must be given
to both sides of this election since offsetting advantages and disadvantages may
exist.

The Year

In many cases, direct investors or prospective direct investors will not be able,
or will not wish, to comply with the requirements and limitations of the Program. A direct investor may have only a
minority interest in a foreign subsidiary
and cannot insist upon a distribution of
any part of its earnings. The laws of the
country under which the affiliated foreign national is organized may prohibit
a repatriation of the required amount of
earnings. A potential direct investor may
have a binding legal commitment for a
direct investment which is now prohibited. Perhaps the commitment is not legally binding but a gentlemen's agreement to invest does exist. Perhaps a
potential direct investor wants to invest
abroad outside the scope of the generally
authorized direct investment regulations
and can present a case to justify the
transfer of capital.

The Regulations define a year as the calendar year. However, a direct investor is
permitted to use, at its election, its customary accounting year. For purposes of
determining base period history if the
accounting year is not a calendar year,
the first of the three applicable base period years is the one which began after
June 30, 1963 and before July 1, 1964.
The actual accounting years of the affiliated foreign nationals may be used to
compute the base period earnings repatriation ratio only if such years end within
two months of the end of the direct investor's year. Otherwise, the earnings of
the affiliated foreign national in the two
years which overlap the direct investor's
year must be prorated. For purposes of
the direct investment history, however,
the direct investor's year must be used regardless of the year used by the affiliated
foreign national.
Since the choice of calendar or fiscal year
is at the election of the direct investor,
and since there can be as much as a sixmonth difference in the alternatives,
some advantages may result from the
choice.
Example: Iota Inc. (with a June 30 year
end) liquidated a wholly-owned subsidiary in Honduras in August 1966.
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The base period for purposes of the foreign liquid asset balance begins on January 1, 1965 and ends on December 3 1 ,
1966 without regard to either the actual
accounting year of the direct investor or
the election made.

Specific Authorizations

These are but a few of the situations
which may require a prior specific authorization to allow exceptions to the
Program's restrictions. Accordingly, the
Office of FDI will consider requests for
exceptions on a case-by-case basis. The
rule for determining whether a specific
authorization is or is not required is simple—if the proposed action, or nonaction, is not within the general authorizations, a specific authorization is required.

A special appeals board within the Commerce Department will be created to
review requests for exemptions from the
Program's requirements and restrictions.
Its purpose is to review only those requests for exemption where special hardships or unusual circumstances exist.
The board will be composed of officials
outside the Office of FDI and may include
a representative from the Treasury Department.

LIST OF SCHEDULED COUNTRIES
Schedule A

Schedule B

Schedule C

AH countries
not listed as
Schedule B
or C
countries

Abu Dhabi
Australia
Bahamas

Austria
Belgium
Denmark

Bahrain
Bermuda
Canada
Hong Kong
Iran
Iraq

France
Germany
(West)
Italy
Liechtenstein
Luxembourg
Monaco

Ireland
Japan
Kuwait

Netherlands
Norway
Portugal

Kuwait—
Saudi Arabia
Neutral Zone
Libya
New Zealand

South Africa
San Marino
Spain

Qatar
Saudi Arabia
United
Kingdom

Sweden
Switzerland
"Sino—Soviet
Bloc" countries

Records, Reports,
and Penalties
Every person who is subject to the provisions of the Program must maintain an
accurate record of every transaction subject to the Program in which that person
takes part. The record must be kept in
the U.S. and is required whether the
transaction is within the scope of the
general authorizations or not.
Every person who was a direct investor
on January 1, 1968 must file a Report
(Form FDI-101) to establish its base
period factors by March 22, 1968. Estimated figures may be used where necessary, but a revised Report must be filed
when the actual figures are available.
Every direct investor must also file a
Quarterly Report (Form FDI-102) which
will include all transactions covered by
the Program whether or not within any
of the generally authorized limits. The
Quarterly Report is due within 45 days
of the end of each quarterly period.
The Regulations provide for fines of u p
to $10,000 and for imprisonment for a
maximum of 10 years for persons who
willfully violate its provisions.

Caveat
The analysis, assumptions and conclusions contained herein are solely those of
the author. They should not be considered in any other context in view of
the ambiguities and doubts that still exist
with respect to the Program. Reliance
should be placed only on official interpretations of the Office of FDI or upon a written reply from its Director in response to
a formal ruling request.

Canada Excluded From P r o g r a m
As we go to press it has been announced that Canada is now outside
the scope of the Program. Investments may be made without restriction, earnings are not required to be
repatriated from Canada, and liquid
asset balances may be maintained in
Canada. (Canada may not, however,
be used as a conduit for otherwise
prohibited transactions, etc.). On
the other side of the coin, base period history in Canada may not be
used to authorize transactions outside of Canada.
Even though the Program is not
now applicable to Canada, reports
of Canadian transactions are required and the Base Period Report
has been revised to reflect this
change. In addition the filing date of
March 22, 1968, has been extended
to April 5, 1968, for those direct investors who have foreign investments in Canada AND in other
foreign countries regardless of the
applicable schedule. Direct investors
who had no investments in Canada
or had investments only in Canada
were required to file by March 22,
1968.
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